
RESOLUTION NO. 81-80  

A RESOLUTION O F  THE C I T Y  COUNCIL OF THE C I T Y  
OF L O D I ,  CALIFORNIA, DECLARING ITS INTENTION 
TO CALL FOR BIDS FOR A CERTAIN O I L  AND GAS 
LEASE AND M A K I N G  FINDINGS I N  CONNECTION 
THEREWITH 

The C i t y  C o u n c i l  o f  t h e  C i t y  of L o d i ,  C a l i f o r n i a ,  

does  r e s o l v e  a s  f o l l o w s :  

S e c t i o n  1. - T h a t  c e r t a i n  form o f  S u b s u r f a c e  O i l  and 

Gas Lease  p r e s e n t e d  t o  t h e  C i t y  C o u n c i l ,  w i t h  t h e  o r i g i n a l  

f i l e d  i n  t h e  o f f i c e  o f  t h e  C i t y  C l e r k  a t  t h e  Counc i l  Meet ing 

t h i s  d a t e ,  i.s he reby  r e f e r r e d  t o  and by t h i s  r e f e r e n c e  i n c o r -  

p o r a t e d  h e r e i n .  

S e c t i o n  2 .  - P u r s u a n t  t o  S e c t i o n  7058.5 of  t h e  P u b l i c  

R e s o u r c e s  Code of t h e  S t a t e  o f  C a l i f o r n i a ,  t h e  C i t y  Counc i l  

d e c l a r e s  t h a t  i t  i n t e n d s  t o  c a l l  f o r  b i d s  f o r  a n  o i l  and g a s  

lease i n  t h e  form o f  t h e  lease r e f e r r e d  t o  i n  S e c t i o n  1 o f  

t h i s  R e s o l u t i o n .  The p r o p e r t y  t o  be l e a s e d  i s  s i t u a t e d  i n  t h e  

County of San J o a q u i n ,  S t a t e  o f  C a l i f o r n i a ,  and i s  d e s c r i b e d  

a s  f o l l o w s :  

P o r t i o n s  of S e c t i o n s  2 3 ,  24, 25 and 26, Township 

3 N o r t h ,  Range 5 E a s t ,  Mount D i a b l o  Base and M e r i d i a n ,  

a l s o  be ing  d e s c r i b e d  a s  Assessor ' s  P a r c e l s  055-120-1, 

055-120-7, 055-130-4, 055-130-13, 055-130-14, 055-130-15, 

055-150-11, 055-150-12, 055-150-14, 055-150-15, and 

055-150-17. The p r o p e r t y  i s  a l s o  commonly known as t h e  
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White Slough Con t ro l  P l a n t  P r o p e r t y .  

For  more d e t a i l e d  d e s c r i p t i o n ,  r e f e r e n c e  

i s  hereby made t o  E x h i b i t  "A" appended t o  proposed 

form of Subsur face  O i l  and G a s  Lease ,  here inabove  

r e f e r r e d  t o  i n  S e c t i o n  1 which i s  on f i l e  i n  t h e  o f f i c e  

of  t h e  C i t y  C l e r k  of  t h e  C i t y  of  Lodi .  Diagrams of  

t h e  s u b j e c t  areas a r e  a l s o  on f i l e  i n  t h e  o f f i c e  of  t h e  

Lodi C i t y  C le rk .  

S e c t i o n  3.  - The r o y a l t y  s h a r e  payab le  f o r  o i l ,  g a s ,  

and o t h e r  hydrocarbons produced from w e l l s  on t h e  l e a s e d  l a n d  

s h a l l  be  o n e - s i x t h  ( 1 / 6 ) ,  t o  be computed a s  provided i n  s a i d  

form of  lease.  The one v a r i a b l e  b i d d i n g  f a c t o r  upon which 

b i d s  s h a l l  be  r e c e i v e d  s h a l l  be t h e  c a s h  bonus c o n s i d e r a t i o n ,  

i n c l u d i n g  t h e  f i r s t  y e a r ' s  r e n t a l .  The m i n i m u m  r e n t a l  p e r  y e a r  

d u r i n g  t h e  pr imary  t e r m  s h a l l  be as s p e c i f i e d  i n  paragraph  4 

of t h e  lease. The t e r m  of  t h e  lease s h a l l  be f o r  a p e r i o d  of  

f i v e  ( 5 )  y e a r s  and f o r  such l o n g e r  p e r i o d  ( n o t  t o  exceed 35 

y e a r s )  d u r i n g  which o i l ,  g a s  and o t h e r  hydrocarbon s u b s t a n c e s  

s h a l l  be  produced from t h e  l e a s e d  l a n d ,  o r  l a n d s  w i t h  which 

t h e  l e a s e d  l a n d  may be pooled.  Lesso r  w i l l  pe rmi t  d r i l l  s i tes  

o n l y  a t  such  l o c a t i o n s  as may be  mutua l ly  agreed  upon by Lesso r  

and Lessee. 

S e c t i o n  4 .  - None o f  t h e  l and  d e s c r i b e d  i n  t h e  form of 

lease h e r e t o  has  been used,  owned, d e d i c a t e d  o r  a c q u i r e d  as  

p a r k s ,  highways,  s t reets ,  walks  o r  p u b l i c  playgrounds f o r  pa rk  

pu rposes .  
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S e c t i o n  5.  - The b i d d e r  s h a l l  submi t  h i s  b i d  i n  l e t t e r  

form accompanied by a C e r t i f i e d  o r  C a s h i e r ' s  check i n  t h e  f u l l  

amount of t h e  c a s h  bonus c o n s i d e r a t i o n ,  i n c l u d i n g  r e n t a l ,  b i d  

for t h e  f i r s t  y e a r .  The b i d  s h a l l  se t  f o r t h  t h e  s a i d  c a s h  bonus 

c o n s i d e r a t i o n ,  and s h a l l  i n d i c a t e  b i d d e r ' s  w i l l i n g n e s s  t o  e n t e r  

i n t o  a lease i n  a l l  r e s p e c t s  i d e n t i c a l  t o  t h e  l e a s e  r e f e r r e d  t o  

i n  S e c t i o n  1, e x c e p t  for t h e  i d e n t i t y  of t h e  Lessee. 

S e c t i o n  6 .  - Bids  f o r  s a i d  Agreement of Lease a r e  h e r e b y  

i n v i t e d  and  s h a l l  be  r e c e i v e d  i n  t h e  o f f i c e  of t h e  C i t y  C l e r k  

l o c a t e d  i n  t h e  C i t y  H a l l ,  L o d i ,  C a l i f o r n i a ,  u n t i l  5 : O O  p.m. on 

Wednesday, t h e  1 9 t h  day of August ,  1 9 8 1 ,  and s h a l l  b e  opened 

and p u b l i c l y  d e c l a r e d  by t h e  Counci l  a t  8 : O O  p.m. on  s a i d  d a t e .  

S e c t i o n  7 .  - The C i t y  C l e r k  s h a l l  p u b l i s h  t h i s  r e s o l u t i o n  

once  a week f o r  f o u r  s u c c e s s i v e  weeks i n  t h e  Lodi  N e w s  S e n t i n e l  

and Lod i  L i f e  and T i m e s ,  newspapers  of g e n e r a l  c i r c u l a t i o n  

p u b l i s h e d  and p r i n t e d  i n  t h e  C i t y  and County where t h e  p r o p e r t y  

i s  s i t u a t e d .  

Dated:  J u l y  1, 1 9 8 1  

I h e r e b y  c e r t i f y  t h a t  R e s o l u t i o n  N o .  81-80 w a s  p a s s e d  
and adop ted  by t h e  C i t y  Counc i l  o f  t h e  C i t y  o f  Lod i  
i n  a r e g u l a r  mee t ing  h e l d  July 1, 1 9 8 1  by t h e  f o l l o w i n g  
vote: 

Ayes : Councilmen - Murphy, Hughes, P i n k e r t o n  and 
McCarty 

Noes : Councilmen - None 

Absent :  Councilmen - Katn ich  

? 

C i t y  C l e r k  
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E X H I B I T  "A" 

SUBSURFACE OIL AND GAS LEASE -.. 
THIS AGREEhfENT. niiJr. arid entered into as of the ............................. day of ................................................................. ~ 

19 .........., benvecn ... Lhc .. CITY .. OF .. LODI ................................................................................................................................... 

(and all ocher parties executing this lease or any counterpart hercof) hcreinifter cd led  "Lessor" and 
hereinafter called "1.c-ssee." 

I .  Lessor. for and in consideation of one dollar and odier valuable corrsidcration. receipt and sufficiency of which is 
hcrcby ackno\vledged, and of the royalties and agreements of the Lessee herein provided, hereby gr-nts, Ias and leases exclu- 
sively un to  Lessee a l l  the land lying more than five hundred (500) fcct brlow the s u r f x e ,  but none of the  land lying a b v c  
the  depth of five hundred (500) feet bclow thc surface, of thc lands specifically described and included in a r ~ g r a p h  IS 
hereof, \vliich land is hereinifter referred to as "said land," for the purposes of exp!oring 2nd prospming for (Ey geological. 
geophysical, and all ocher means wheihcr now known or not), drilling for, producing. s3ving, raking and owning oil, gas, all 
o thr r  hydrocarbons, m d  all other substances roduced therewith, collectively hereinafter referred to as "slid substances." in. 
undcr or that mny be produced from said l r n 1  and hereby grants all rights, privileges and easemcnts uscful or convenient for  
Lessee's operations in said land,  in adjacent or contiguouj lands, and in other lands in the simc vicinity, including. but not lim- 
ited rd subsurfzce rights of way for drilling, rcpsiring. redrilling. deepening. maintaining, operating. abandoning. rrxorking 
and  rrmoving wells in, into 2nd through said land; and the right to drill wells and use Lessee's existing wclls, including produc- 
ing a ~ l l s .  to injccr gas. water, air or other subjtances into said l a n d .  Lessee shall have the right hereunder to conduct operitionr 
by methods now known or unknown which, in Lessee's opinion, are reasonably dcsigned co benefit or facilirate the drilling 
for o r  producrion of said substances from s3id land. Lessee shall have no right, without the  consent of Lessor in writing being 
first oba ined ,  ro drill any well or wells from the surface of rhe lands described in piragraph 1s hereof, or co use s3id surface. ' o r  rhnt portion of such lands lying above a depth of five hundred (500) feet below szid surface, for any purpose. Lessee r n 3 ~  
have, or ar i t s  option miy obtain, righ:s in respccr to o:her lands in thc vicinity of said I m d  for drill sires from which wells 
can be slant  drilled into sxid l ind for the purposes of chis lease. Lessee shil l  h ive  the unrestricted and cxclusive right. poxcer 
and xnhority to produce said subsrances beneirh or rccoverable from said land, 2nd to exercise all other rights and privilegcs 
herein set forrh, by means of any well or wells wllich are slant drilled from surface drill sites located on such other l ands  and 
the  producing intcrvds of which are bottomed in said land. The. righrs 2nd privilegei-grantcd to Lessee hereunder sliall bc  sole 
and exclt+e. 

cirhrr as long rhercafrer as any of said substances i s  produced from said land in paying quant i t ies  (being quantities suficimt 
to piy operating costs) or so long as conrinuous operations (as defined in paragraph 5 hereof) are conducted in si id land o r  
so long as chis lease is kept in force under any other provisio" hereof. 

T!IC icrrn "agreed shzre" as used herein mems .......... lLS .................. Royilries to b e  paid b y  Lessee are: (a) on oil. 
t h e  valuc of the agrccd shire of char produced and saved from said land. 1; is mumally agreed rhat the valuc shlll be thc pricc 
currenrly offcrrd or piid by Lessee for oil of like gravity and quality in the same field. V i e  volume of oil upon a.hich royalF 
piyrnmts 3re based may be derermined cither by metering and sampling or by tank-gnuses. After such measurement, a l l  or  any 
part of the oil miy  be transported ro locations on other Imds  and commingled Lvlth oi l  from ocher lands. Lcssee m x j  dedun 
from royilty piyincnrs the agreed sfiare of the cost of rrearing unmerchanralAe oil produced from said land to render it mer- 
chantable, rhe agreed sliarc of the cost of rransporting the oil to the rrearing plant and the  agreed share of thc cost of disposilg 
of w3ste warer produced with said substances; nothing herein contained shall be  consrrued as obligating Lessee ro trear oil; 
(b) on  gas including casingherd g i s  and 311 gaseous substances produced. s i red  and sold from said land, the agreed share of 
t h e  n u  procceds (ah ich  shall be the amount realized from such sik less compressing costs) of the gas so sold; ( c )  on gas nor 
sold bur used for any purpose not connccced wirh or incidental t o o  erations in said land or land pooled or unitizcd herewith, 
the agreed share of the mirkec vilue at thc well of the gis so used: AII or any part of tlie gas produced from slid land mi? 
be rransporred t o  locations on other lands and commingled wirh gas from ocher lands. Lessre shil l  nicrer such transponed 
gas and such meter readings togethcr with Lessee's analysis of gasoline conrenr of gas shall furnish the basis for prorating 
the  amount of gasoline ro be credited to said land. Lesseeshill nor bc accountable ro Lessor for gas lost or used o r  consumed 
in opcritions hereunder. Lcssce may produce gas from said land or from lands n*irh which said land i s  pooled or unitized in 
accordancc with any mcrhod of rarible t ik ing  31. any rime or from rime to rime hereifrer generally in cffccr in any pool of 
which said Iind or any porrion thcreof is a part. Jn h e  absence of nny such method of ratiblc taking. Lessee shill produce <- from said l and  or l inds  pooled or unirized thcrewirh a fair and equitable proportion of the quantity of gas which i t  markets 
from h n d s  under lease to it in the pool of al i ich sl id lmd  is L p m .  Lessee shill be obligated to produce dnly so much 
6 2 s  2 s  ic may bc able ro marker ac the a e l l  or  wells. W h e n  rhere is no markct for gas nc rhe \vclls. Lessee's obligation to producc 
g3s shall be s u s p c d c d ;  (d)  on gasoline esrracted from gas produced from said Iind, rhc \ d u e  of 4 S %  of the agreed s h u e  
of the psolinc. crcdited to slid l3nd by Lessee. Lt is mumally agreed chit the  vilue sliall be the price currently ofcred  or pl id  
by Lcsscc for gJsoline of like specifications and quality in the same vicinirj; (e) on any  other subsrincc, the  agreed s h x c  
of rhe market value at the  well. 

For a l l  cper.,rions'hcreundcr. Lessee may use. frce of royalr).. oil, gis or other hydrwirbons and water from sild land. 
Hoxever. if Lessee shill use in operarions hereunder, fuel, power, or other substances not obtained from snid land, chtn 
L ~ s s c c  shall  be c-ntirlcd to deduct from the imount  of rhc addirional r q i l c y  accruing tlicrcby ro Lcssor rhc agreed shire of t h t  
Cost of such subsritutcd fuel, power or oilrcr substances; provided. no deducrion hcrwndcr  shall cxcced the amounr of such 
addirkmil r o ~ a l v .  

When 3ny of said subsrances not produccd from said land are injected into said land o r  l ind  poolcd or unitized thereaith. 
t h e  iniciJl production thereificr of sird substinces from any such land shall bc free of royilcy until the ~ m o t i n t  of the  slid 
subrtJnccs produced and sivrd therefrom shill cqual  rhac of sl id substances injccted rhcrein. 

The con~iJerx ion  cxprcsrcd in piragraph 1 covcrs all rc-nral for thc first ........ T.:.:.: ....... ycar(s) of the primary r c m .  
I f  drilling opcrJiions arc not commenced in mid land on or beforc ....... one  ......... yeir(s)  from the dare hereof rhcn, subj-n 
to thc provisions of p i r Jgr iph  1 3  hcrcof Lcsrce sliall piy or render to Lessor or to Lcssor's crrdir in ........ 
.............................................................................................................................................................................................. B a n ~  LI 

(which b ink  and irs s u c c c s x ) ~  

2. This  lease shall remain in force for a term.of ..... f.iv.e ..... years from the  dare hereof. called "primary te'rm," and 

3. 

4. 

......................................................................................................................................................... 





judic i i l l ) ,  dctcrz::nd rhzt such f.i!ure cyiiis. a 2 3  m y  2crr.e of  rcrminirlcn, cxncciI-tlan or forfrix:: s!:zl! k- in  rhc ~! : : r r i~ -  
[ i v y  a n d  shall p:ovid: for t c r r h ? . : i m .  c~?c:.lIition, or for!ci:urc un!ss ~ c s q ~  coxn.,l;-s ,.. >,;:-* irq C T . ~  . co:.rhln;;, c0ndi:io-s. 0: 
o!,!ig~rions hrerched wi:hin a rcisowble tin:: to Sr d:?c;n:Ir!r.d by riic courr. No u l r  in th: ycrio:z:n:c of ~ . y  condi:ion 
or o!Ili;;.irio:> ticrcof shall nCc-cc rhe r;g!i:s o f  Le,sx h:rtznd:i wi:h r c s F g  to ~ j .  c I"{; o i  prwuci.7: KC:I or v:c-Ils in r r s i rd  
t o  \vhi:h I.rstc-c is riot in d c i l ~ i l r .  to,:chcr ::irh a Farce! of forv  acres s..r;o.!nding t i  sc:h oil u c!I t h z  co.z;l!erd o r  ,king 
drilled i i i d  1 p r c e l  of sir hundri.d f o q  aircs surrosJnding crch such p s  WC!I thcn co.n:!c:cd or.b:ing dril1c.d. 4 

11. If L c s i x  is p r e v m c d  0: Iiinc'crcd fro- d:il!ln: cir condocring orhcr oFr:tions for  the purpos 
rc5:oriiig producrion 0:  f rom producin:; said substances by ::re, f i d ,  storm, acr of &mi, 01 .my c2:jz C:-j.on 
( in~IuJ ing  h u c  nor Iinii:cd to go.t.crrlnrcn:ll I.iv:, order 0: rcgJarion, I a b r  disputes, \vAr, in25iIiry to s:curc 
tr:.nsynario:i, inxbiliry [O secure a mirke: lo: gxs, oi 211 adverse cliim ro Lcss3r.s ri:Ic v.-!ien Lessor 112s b x n  
to pi r~grapl i  1 4  hcr ro f ) ,  rhcn rhcyerforATmce of  x y  such ~PLrzrions or chc p;Gd:ctio;i of slid zubmnces s 
duriiig r t re pcriod of such p rcvcnr io~  or Iiindrmce. !f scch suspension .occurs cisring b e  primary rerrz. t l i c  ptym:nr of dchy  
rcnral during such suspcns;on s!lill b? c r c u s d  2nd the p r i a a r y  re;m sh i l l  b.- cxraidcd for a pzriod of timc q u a 1  ro the period 
of  such siispcnsion 2nd this Iense shdl rcmain in  full force 2nd e i i d r  during such period of nispmsion a n d  m y  s l i c l i  exrmsion 
of rhc primiry rcrm. L~:ssfc niay comiiimcc or rcsumc rlie plymen: o i  tender of renrzls in accordmce \i.ir!i parigray!i .! hereof 
after the pcriod of  suspensiori by p.!ying or tcndcring w i t h  60 days afrer the pcriod of s i i s~cns ion  rhc proporr iona:~ p3n. 
of d i e  rcnc i l  fo: rhe rental year  rmisining after such period of suspension. If such suspension oicurs afrcr rhe  prim3ry term. 
this l e ~ s c  shill remiin in full force and cRca  during such  suspsnsion 2nd for a reisonable rime diercafrcr provided that within 
siich time following the period of suspc-nsion Lessce diligently commences or r s u m e s  operations or the production of :aid 
subsrances. Lcssee's obligation co pxy r o y d q  on acnt?f produnion shall ntvcr be suspended under  &his paragraph. Whenever 
Lessw would orhenvise be required ro surrcndcr any of  slid land as an alternative to the perform2n:e SO sujp-ndcd, rhcn 
so long as such performance is suliendcd by this p i n g r i p h  Lesscs shil! no: b t  rcquired to surrendtr m y  porrion of  said land. 

I f  the permission or npprovd of m y  &ovcrnmentrl agency is necessiry before drilling operations n a y  be cornmcnced in 
said land, t l i m  if such permission or approvAl h a  b x n  applied for ar I-ast 30 days prior to the dire upon which such opera- 
tions musr be  commenced under the terms hcreof, the o5ligarion ro commcnce such operarions s h d l  be suspended until thirry 
(30) days afrer the governmental permit is granted 0: approval given, or if;uch permit or  approval i s  denied initially. then 
so long as Lejsce in good fairh appeals from such denii! or conducts further pr0ceedings.h an atrenip: to secure such permit 
or approvtl and thirty days thereafter. 

For the considcrzrion pi id  a t  the rime of exear ion of this zgreerncnc and without any .ddirionil consic'eration to 
bt paid therefor, except PS provided below. Lessor hereby grants to Lessee, i t s  successors 3nd assigns. the sole and exclusiw 
righr, right of way and eiscnienr 10 drill into and through said land by means of a v,dl or  =.ells dri:!ed from the surface of 
lands other rhm slid land, and the sole and cxclusive right to ibandon or repair, redrill, deepen. rmint3in. rework and 0p-r- 
Ate such well or wells for the p rduc r ion  of said substances from or the injecrion of bas, wstcr, zir or ocher substances into 
lands ocher than said land. The rirhts ermred in this cararr igh shall continue for. and mar  be exercised a[ any rim? or from 

12. 

<- 
" Y  L " I  

time to rime within. ren (10) years from the dr tc  hereof and rhcreafter a s  long as Lessee in' good fairh shall conduct drilling 
operations under the provisions of this lease or this parsgraph, or said subscanccs are produced from wells drilled pursusnt 
to this lease or rhis paragraph, or rvells drilled pursuant to this paragrap5 are used for injection as alores3id. or [lie p e r f o m -  
ance of any such operations is suspended or deferred for chc rea5ons or CPUSCS sec forrh in p a r a ~ r a p h  11 hereof. If Lcjscc 
cxercis-s the rights g:antcd in this paragraph and thcrrafrrr .comple:es. a well capable o f  hcing used for injenion or of 
producing said subs;ances in quanriries deemed paying quantities-by Lessee. then Lrssee shrI1 within siscy ( 6 9 )  days afrcr 
such coniplcrion p ly  Lessor a n  annual rental computed a t  the  rare of one dollsr (Sl) p-r yard of horizon:~l p:ojenion of rhe 
s u n y  course of that part of die bore hole of such well traversing mid I m d ;  provided, however, that Lcssor shall nor be enritled 
to receive any rental under the provisions of this p i r s ~ r a p h  during such rimes as Lessor is cnritlcd to receive royz!ty or r e n d s  
under orhrr  ro;.isions of this lease. Any such renrals shill conrinuc unril such rvell is nbmdoned. Any =ell drilled under the 

rovisions oPrliis parzgraph shall be drilled so that the production or injection interval thereof shill lie wholly ourside the 
p o u n d q  of  said land and Lessor recognizes and agrees char Lessor h r s  no intercs: in any such well or wells drilled P U ~ S U ~ ~ C  
to this paragraph or any p;oduction therefrom. If  Lessee shall  assign :o any third plrty or parties rigiirs grinred to  Lcssee 
under  this paragraph. tlic riShrs of Lessm shall no: thereby be diminished. hut in such event both Lessce and its assignee shall 
have, hold and cnjny said rights, each independmtly of the-other. 

' ' 
! 
' . 

(I 

A n y  surrcndcr or termination under any ocher provision of this lease slid1 be cffective norrvirhsranding the f a n  that 
Lcssce in and by such surrender or rermination reserves the rights g n n t e d  to Lessee under this paragnph.  and regardless of 
surrender or termination, the rights granted under this parzgriph shall continue for rhe hereinabove scared rerm. 

Lessce mi) ar m y  rime or times a k l i ; n  menry-onc (21)' years from rhe dare hereof wihou t  Lessor's joinder or 
furrhcr consent. pool, consolidxc or unirize chis lease i n d  said land in whole or in pnrr or as to any zone, with other I w ~ s .  
mineral interests, and leases in the vicinir) thercof so IS to constirurc a unit or u n i t s  whenever such action in Lesstt's judgmenc 
is required to comply wirh applicable laws  or to prornorc or encourage the consen.ation of nsrural resources or the e sc i en t  2nd 
economia l  locarion and spicing of \vclls, cycling. pressure-mlintenincc, re rrssuring or  secondary retor-er). programs. or to 
join in any cooperative or unir pl.in of dc\.clopmcnt or operation approvcd !y S:are or Federal a u r h b r i t i ~ .  T h e  size or shzpe 
of any such unir m y  be  chmged 31 m y  rime or rinies v:ithin tn.cnry-one (21)  )errs from rhc d3re liereof nidiour  Lssor 's  
joinder or funher consenr to pcrmit more cfncienc 3nd economical opcrl~tion. to include acreage belicved to h: productive 2nd 
To exclude acreage beliwcd to be unprducrive or which is not conimirtcd to the unit, bur any increase or dccrease in Lesjor's 
ioyalries resulring from any such chmge  in a n y  such unir h i l l  nor bc  retroiccive. Any such unir m3y be tsrsblished or 
chankcd. 3nd in rhe absence of producrion thcrcfrom may be ibolished 2nd dissolved, by filing for reco:d an instrument SO 

declaring. a copy of which shall be delivtred ro Lessor a r  ro tlic dc osicor,. bznk. Drilling or other operations (as dcfrned in 
paragraph 3 hereof) in, or production of any one of ssid subsrtnces lorn, any pirr of such unir shill be ma ted  2nd considered 
for a l l  purposes of this lease 3s sucli operarioa iri or such producrion from said land. Lessee shall allocare 10 the portion of sxid 
land included in any such unir a frs;rional part of a11 production from m y  -rt  of such unir on the s3mc hasis a s  is provided 
in the agrceincnr bc-ween Lessc-c and o:hcrs \r+crc-by such unir is es t ab l i shcLr ,  in the absence of such a n  agreement O r  Of 3 
mtrhod of allocstion therein, J.eswe shAl1 clrct one of thc following h3ses: (a) l?ie rzrio ber\v\.c.cn the a c r e ~ g e  of the porrion 
of this lcasc included i n  such unir and rhc total of all acreigc included in such unit; or (b )  ? h e  ratio between rhe valuc. as 
estimarcd by Lcssce, of  rtcor.c-r.?b!e production within the portion of this lease included in such uni t  3nd [he tor31 value, as 
esiimarcd by Lescce, of all  recovcriblc production \\.irliin such unir. Lcssec may chmge from one  of r i i e  aforesnid hlscs 10 the 
othcr a t  3ny t ime  or times u.ithin 21 years from r l ic d3te  hcreof without Lessor's furtlicr joinder or conscni bur any i n c r e m  
or  dc-crc.2sc in Lessor's royslv resulring from nny sii;Ii change shi l l  nor bc rcrrolccivc. No offjct obligxion shall accrue under 
[Iris I c a i  as a result of any wel l  dr i~ lcd  w i t h i n  any such unit .  

Lessor warrznrs  3nd agrccs to defcnd tlic title to slid I ind.  The rent3ls snrl royalties hrrcimhove provided arc deter- 
mined wirli rM ect t o  the cnrire mineral CSIJ~C. and if Lessor owns 3 lesser inrcresr. the rentals 3nd royiltics ro be ptid Lessor 
miy be reduccsyroi,orrionarcly. I f  clie interest of  Lcstor covered by this IcJse is subject ro any ourst.inding roy.drics pny3bIe 
to ano:licr, s ~ r h  roy~lt ics  zh.111 be deducted from Lessor's roy3lric-s herein rovided. Lessce shsll p3y 211 f axes  levied against 
Jxssce's pl.ints, n iac t i inc ry  2nd personil proTcrry owned by I.csscr and uscdlfor Jc\-clo m c r i t  or sxid l m d  and a l l  r ~ s c s  (cxcept 
tlie zgrccd sll2rc rlicrcof) assessed upon rnincral rights or a~sc.;scJ upon or n:cjsurcd Gy LvoJucrion from or a l l ~ 3 1 ~ d  10 sJid 
Lnd .  I.cs<or shall pay 311 otlicr t ircs 1sscsscd agninlt slid I J n J  3nd the  Jgrccd s h i r t  of  t ~ r c s  assrssrd upon ni incr i l  righrs znd 
astrstc-d u p  or nicisurcd by producrion from or allocxcd to said land. Lcsscc nil)- disclnrge in whole or in r3n. on b d d f  
of Lcssor. a'ny l a x ,  m o r r p g c  or other lien upon slid Innd. or i i i ~ y  redccm the Simr from a n y  purtliascr a t  any t a x  S J ~ C  or  
adjiidic3rion. i n d  m y  rcirnbursc itself from a n y  rcnc2lr and roy.iltics accruins IicrcunJrr and shall be subrog.ircd to such Iicn 
with tlic riglit ch enforce same. I.ciscr ~ 1 1 ~ 1 1  h.ivc IIIC right ro IiolJ or  acquirr nir lcr i l  ri~Jicr or Ic.ises from o:licrs cliiminfi 
any inrcrcsr in ,n,\ pJrr of saiJ I.ind. anJ 10 wit11l1olJ from I.cscor p ~ r n c n t  of rcntJlr l ~ r 1 ~ 1  roy.iltics ~ r t r i h u r ~ b l c  ro 2n)' inrcrcrr 

. 

13.  

. 

14.  

$0 cliiincd O< ro J n y  orlicr intcrcrr w.Iiich ;J s u l j c c t  10 3d1crsc i l ~ i m .  di;x:rc or  1;Cipjr;on 2nd r l i r  \ t m v  \ I ,  111 r r n r  Jw. *',?- ,*?,;' 
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